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BAUCUS
I{
SPEECH TO THE COMMITTEE OF 200
JULIA THOMAS, GERRY SCHULMAN, FRIENDS--THANK
YOU ALL FOR INVITING ME TO JOIN YOU THIS EVENING.
I'D LIKE TO.INTRODUCE MY WIFE, WANDA.
IF WANDA HADN'T MARRIED ME AND GOTTEN SO
ACTIVELY INVOLVED IN POLITICS, IT'S LIKELY THAT
SHE'D BE SITTING WITH YOU TONIGHT.
JEANNETTE RANKIN
I WOULD LIKE TO BEGIN BY TELLING YOU A LIT-TLE
ABOUT MONTANA, MY HOME STATE.
MONTANA IS PRIMARILY A NATURAL RESOURCE AND
FARMING STATE- WE PRODUCE COPPER, GOLD, SILVER,
TIMBER, COAL, BEEF, AND WHEAT.
WE ALSO PRODUCE GREAT PUBLIC SERVANTS, LIKE
MIKE MANSFIELD AND JEANNETTE RANKIN.
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YOU ALL KNOW OF MIKE MANSFIELD, FORMERLY
MAJORITY LEADER TO THE U.S. SENATE AND NOW OUR
DISTINGUISHED AMBASSADOR TO JAPAN.
LET ME TELL YOU ABOUT JEANNETTE RANKIN.
SHE WAS ONE OF OUR NATION'S GUTSY PUBLIC
SERVANTS.
IN 1917 SHE WAS THE FIRST WOMAN EVER ELECTED
TO CONGRESS -- IN A YEAR WHEN WOMEN ERE NOT YET
ALLOWED TO VOTE.
WHEN SHE GOT THERE SHE SPOKE HER MIND. SHE
WAS THE ONLY MEMBER OF CONGRESS WHO VOTED AGAINST
U.S. ENTRANCE INTO WORLD WAR I. SHE ALSO WAS THE
ONLY MEMBER TO VOTE AGAINST U.S. ENTRANCE IN WORLD
WAR 11. BOTH TIMES SHE WAS NOT REELECTED.
YET, SHE WAS A COURAGEOUSn TOUGH MINDED'
4,kDEVOTED HER ENTIRE LIFE TO PUBLIC SERVICE>
,Ai e DISTINGUISH "HERSELF BY DEFENDING POLITI-
CALLY UNPOPULAR IDEAS AND BY SPEAKING OUT IN TIMES
OF CRISIS-
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IN A FEW WEEKS, HUNDREDS OF MONTANANS WILL BE
COMING TO WASHINGTON TO HONOR MISS RANKIN, WHEN
HER STATUE IS PLACED IN THE CAPITOL ALONGSIDE THAT
OF OTHER FAMOUS AMERICANS.
THE TRADE CRISIS
SO WHY DO I TALK ABOUT JEANNETTE RANKIN?
BECAUSE WE NEED LEADERS LIKE JEANNETTE RANKIN
TO HELP PULL US OUT OF OUR PRESENTACRISIS.
A CRISIS IS NOT ALWAYS ACCOMPANIED BY THUNDER
AND BOMBAST.
INDEED, HISTORIAN WILLIAM WOODWARD HAS OB-
SERVED THAT "THE TURNING POINTS OF OUR LIVES ARE
NOT THE GREAT MOMENTS. THE REAL CRISES ARE OFTEN
CONCEALED IN OCCURRENCES SO TRIVIAL IN APPEARANCE
THAT THEY PASS UNOBSERVED.
THE I lfL CRISIS WE FACE TODAY PIAN-1-NT1tNA-'
7 r~L~o~a-A~ G~Ius'e. ~
4L dLelE 
A NAT ION S
TRADE PERFORMANCE PROBABLY IS THE BEST INDICATION
OF ITS FUNDAMENTAL ECONOMIC STRENGTH.
IF THAT'S TRUE, WE'RE IN TROUBLEI
LET ME EXPLAIN WHY.
IN THE LATE 70S, AMERICA BEGAN RUNNING SMALL
TRADE DEFICITS. BUT PEOPLE ASSUMED THAT THEY
WERE TEMPORARY, AND THAT THEY WOULD NATURALLY GO
AWAY.
1 _ NTHE SOS, THESE DEFICITS EXPLODED. AS
THE DOLLAR ROSE AND OUR RECOVERY ACCELERATED,
WE INHALED CURRENCY AND GOODS FROM ALL OVER THE
WORLD.
WE BECAME IMPORT JUNKIES.
L. ett. k~r 'T~1 L"JM1 a!t~ks.
OkIA
IN 1980, TSE TRADE DEFICIT WAS $32 BILLION,
I..N( 99":1 wT IdILiLN., I N 19 82, I T G R E W TO
$42 BILLION, li .PiiN, AND IN
1984, IT REACHED AN ALL-TIME HIGH OF $123 BILLION.
THAT'S A 300 PERCENT INCREASE OVER JUST A FOUR-
YEAR PERIOD!
THAT'S NOT ALL. A FEW WEEKS AGO AMERICA
BECAME A NET DEBTOR NATION FOR THE FIRST TIME
SINCE JEANNETTE RANKIN'S FIRST TERM IN CONGRESS IN
1917. WE OWE ALL OTHER COUNTRIES MORE THAN THEY
OWE US. AND OUR DEBT IS COMPOUNDING. IN A FEW
YEARS WE'LL BE ANOTHER BRAZIL, ARGENTINA OR
MEXICO.
SOME OBSEpVERS--THE EDITORS OF THE WALL
STREET JOUIRNAL COME TO MIND--SAY Tk" THE TRADE
DEFICIT IS NOT A BIG PROBLEM, ,B3-CAUSE IT JUST
MEANS THAT WE'RE EXCHANGING' FEDERAL RESERVE NOTES,
FOR FOREIGN GOODS.
I THINK THEY RE DEAD WRONG.
THE TRADE DEFICIT IS NOT JUST SOME ABSTRACT
NUMBER FOR ECONOMISTS TO DEBATE.
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FIRST OF ALL, THE TRADE DEFICIT REPRESENTS A
LOST FOOTHOLD IN EXPORT MARKETS.
YOU KNOW BETTER THAN I. ONCE YOU LOSE YOUR
MARKETING NETWORK AND YOUR OVERSEAS CONTACTS, IT
TAKES PAINSTAKING EFFORT TO GET THEM BACK. AND IN
MANY CASES YOU NEVER GET THEM BACK. THE FRENCH OR
BRITISH OR JAPANESE WILL HAVE STEPPED IN.
WHAT'S MORE, THE TRADE DEFICIT REPRESENTS
(. APPROXIMATELY THREE MILLION U.S. JOBS LOST TO
OVERSEAS WORKERS.
FOR EXAMPLE, BUTTE, MONTANA WAS ONCE THE
COPPER MINING CAPITAL OF THE WORLD. TODAY, EVERY
MINE IS CLOSED. THIRTEEN THOUSAND WORKERS HAVE
LOST THEIR JOBS. AND BUTTE'S POPULATION HAS
FALLEN FROM 100,000 NEAR THE TURN OF THE CENTURY
TO 30,000 TODAY.
BUTTE IS NOT AN ISOLATED EXAMPLE. THE SAME
FATE HAS BEFALLEN CITIES AND TOWNS ALL ACROSS THE
COUNTRY, WHETHER THEY PRODUCE STEEL, AUTOS, OR
K' SOME OTHER PRODUCT. PEOPLE ARE ANGRY AND THEY ARE
FRUSTRATED. THEY WERE GOOD EMPLOYEES, WORKING
HARD, MINDING THEIR OWN BUSINESS. SUDDENLY, THEY
DON'T HAVE JOBS.
THE EASIEST ANSWER, OF COURSE, IS
PROTECTIONISM: BUILD A WALL AROUND AMERICAS STOP
THE IMPORTS.
SOUNDS SIMPLE.
SOUNDS GOOD.
BUT PROTECTIONISM OBVIOUSLY IS JLQI THE
ANSWER.
ULTIMATELY, IT WILL SHRINK THE WORLD ECONOMY
AND LEAVE EVERYONE WORSE OFF'S
I PRECISELY WHAT HAPPENED IN 1930, WHEN
CONGRESS PASSED THE "SMOOT-HAWLEY TARIFF."
IT STARTED QW SLOWLY. PRESIDENT HOOVER
PROPOSED WHAT HE CALLED 1LIMITED CHANGES IN THE
TARIFF" TO PROTECT A FEW INDUSTRIES.
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ONE INDUSTRY LED TO ANOTHER. EVERYBODY BEGAN
OFFERING AMENDMENTS TO PROTECT HIS OWN STATE S
PRODUCTS 4 I . IN THE
SENATE, ALONE, THE BILL WAS AMENDED 1253 TIMES,
INCREASING TARIFFS BY MORE THAN 50%.
THE CONSEQUENCES WERE SWIFT AND EXTREME.
--WITHIN ABOUT A YEAR, 26 FOREIGN
COUNTRIES HAD ENACTED THEIR OWN
IMPORT RESTRICTIONS.
--U.S. IMPORTS FELL BY 74%.
--U.S. EXPORTS FELL BY 75%.
--TOTAL WORLD TRADE FELL FROM $35
BILLION TO $12 BILLION.
--AND U.S. GNP FELL FROM $103 BILLION
TO $56 BILLION.
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As ONE WRITER POINTED OUT-: .. i: T.!..., "THE
WORLD DEPRESSION AND THE SMOOT-HAWLEY TARIFF
WERE INEXTRICABLY BOUND UP WITH EACH OTHER."
IF PROTECTIONISM IS NOT THE ANSWER, WHAT IS?
AS WITH MOST PROBLEMS, IT'S BEST THAT WE LOOK
To
FIRST AOF 0URSELVES AT HOME.
NUMBER ONE, IT'S CRITICAL THAT WE BRING THE
U.S. DOLLAR MORE IN LINE WITH OTHER COUNTRIES'
CURRENCIES!
TODAY THE DOLLAR IS OVERVALUED BY ABOUT 30%.
THAT MEANS WE ARE GIVING A 30% RJJATU TO FEG.J 9N
IMPORTERS AND SLAPPING A 30% TAX ON U.S.
EXPORTERS.
IT'S NO WONDER THAT OUR TRADE DEFICIT IS
EXPLODING-
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MOST OBSERVERS FEEL THAT THE SUREST AND
SOUNDEST WAY TO BRING THE DOLLAR DOWN IS TO SLASH
OUR FEDERAL BUDGET DEFICIT. I S l AGREE.
BUT THAT MEANS MAKING SOME PAINFUL CHOICES.
FAVORITE SPENDING-CUT "WHIPPING BOYS" LIKE WELFARE
CHEATS, FOOD STAMPS AND FOREIGN AID AREN'T ENOUGH.
EVERYTHING MUST BE CUT, INCLUDING BUSINESS
PROGRAMS LIKE THE EXPORT-IMPORT BANK. SOME TAX
(i BREAKS MUST ALSO BE CUT BACK. WE'RE ALL IN THIS
BOAT TOGETHER.
I CONSEQUENTLY HAVE ADVOCATED AN ACROSS-THE-
BOARD SPENDING FREEZE ON ALL SPENDING PROGRAMS FOR
A YEAR.
ALL PROGRAMS.
EVERYONE.
DEFENSE, DOMESTIC SPENDING, AND CONGRESS.
K NO EXCEPTIONS.
NO SACRED COWS.
NO ONE OFF LIMITS.
SO LONG AS IT'S EVENHANDED, AND FAIR, IT'LL
BE ACCEPTED BY THE AMERICAN PEOPLE) A-lait.
SR NI.I.N G-r-RG44E--le FIRST STEP TO REDUCING THE
DEFICIT AND THUS THE OVERVALUED U.S. DOLLAR.
AT THE SAME TIME, THE FEDERAL RESERVE SYSTEM
MAY HAVE TO SLIGHTLY LOOSEN THE MONEY SUPPLY,
AND INTERVENE IN COORDINATION WITH OTHER COUNTRY
CENTRAL BANKS TO SELL DOLLARS TO BRING
THE DOLLAR MORE IN LINE.
THERE ARE OF COURSE OTHER ACTIONS WE MUST
TAKE HERE AT HOME.
OUR PRODUCTIVITYfHAS BEEN DECLINING. IT'S
LESS THAN ONE-HALF THAT OF GERMANY, FRANCE, AND
JAPAN.
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4|iisMwREDEDICATE OURSELVES TO QUALITY:
QUALITY IN EDUCATION, QUALITY IN MANAGEMENT,
QUALITY IN OUR PRODUCTS, AND QUALITY IN
GOVERNMENT.
AND WE MUST WORK TOGETHER. FOR AS BENJAMIN
FRANKLIN ONCE SAID: EITHER WE HANG TOGETHER OR WE
HANG SEPARATELY.
BUT WHAT DO WE DO ABOUT OTHER COUNTRIES WHO
TAKE ADVANTAGE OF US? IF PROTECTIONISM IS
DETRIMENTAL TO OUR ECONOMY, AND IF BRINGING DOWN
THE DOLLAR IS INSUFFICIENT TO STEM THE IMPORT
TIDE, IS THERE ANYTHING WE CAN DO ABOUT OTHER
COUNTRIES TRADE PRACTICES?
LIKE MOST AMERICANS, I BELIEVE IN FREE TRADE.
I WISH EVERY COUNTRY PRACTICED IT.
BUT LET'S BE REALISTIC. OTHER
COUNTRIES DON'T PRACTICE FREE TRADE. SO, WHILE
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WE'VE BEEN TRYING TO SET A GOOD EXAMPLE, THEY'VE
BEEN MAKING SALES.
THE CASE OF JAPAN
L OOK A T 141- lFJAPAN.
JAPAN HAS USED THE OPEN POST-WAR TRADING
SYSTEM TO SELL ITS CARS, TELEVISIONS, COMPUTERS,
STEEL AND OTHER FINE PRODUCTS THROUGHOUT THE
WORLD. IN FACT, IT'S NO EXAGGERATION TO SAY THAT
JAPAN HAS BENEFITTED MORE FROM THE OPEN TRADING
SYSTEM THAN ANY OTHER COUNTRY.
AT THE SAME TIME, JAPAN STUBBORNLY PROTECTS
ITS HOME MARKET.
SOMETIMES, IT'S TO PROTECT INEFFICIENT BUT
POLITICALLY POWERFUL GROUPS LIKE THE BEEF
PRODUCERS OR THE SAWMILL OPERATORS.
OTHER TIMES, IT'S TO INCUBATE "SUNRISE"
(
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INDUSTRIES LIKE THE TELECOMMUNICATIONS OR SATEL-
LITE INDUSTRIES UNTIL THEY CAN COMPETE ON THEIR
OWN.
IN THE FACE OF SUCH PROTECTIONISM, WE HAVE
NO CHOICE. WE CAN NO LONGER ALLOW THEM TO TAKE
ADVANTAGE OF US.
THOMAS JEFFERSON PUT IT WELL. WHEN HE WAS
SECRETARY OF STATE, HE WROTE TO CONGRESS THAT
UNIVERSAL FREE TRADE WAS THE BEST POSSIBLE
CONDITION. BUT, HE CONTINUED,
SHOULD ANY NATION, CONTRARY TO OUR
WISHES, SUPPOSE IT MAY BETTER FIND ITS
ADVANTAGE BY CONTINUING ITS SYSTEM OF
PROHIBITIONS, DUTIES, AND REGULATION,
IT BEHOOVES US TO PROTECT OUR CITIZENS,
THE IR. COMMERCE AND NAVIGATION, BY
COUNTER PROHIBITIONS, DUTIES, AND
REGULATIONS... FREE COMMERCE AND
NAVIGATION ARE NOT TO BE GIVEN IN
EXCHANGE FOR RESTRICTIONS AND
( VEXAT IONS. "
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WELL WE HAVE GIVEN JAPAN FREE COMMERCE.
AND, JAPAN HAS RESPONDED WITH RESTRICTIONS
AND VEXATIONS.
IT'S TIME TO STOP THAT.
THE DANFORTH-BAUCUS RESOLUTION
LAST WEEK, THE FINANCE COMMITTEE APPROVED A
BILL THAT SENATOR DANFORTH AND I INTRODUCED.
SIMPLY PUT, THIS BILL REQUIRES THE PRESIDENT TO
RETALIATE AGAINST JAPANESE IMPORTS UNLESS JAPAN
MAKES MODEST MARKET-CPENING MEASURES OVER THE NEXT
FEW MONTHS. JAPAN HAS THE OPPORTUNITY TO PREVENT
OUR RETALIATION, .F JAPAN PROVIDES GREATER ACCESS.
TIIS MORNING, TlE .ALL STl.El JOQURNAL
EDITORIAL DESCRIBED OUR BILL AS DANGEROUS PROTEC-
TIONIST LEGISLATION.
THE JOURNAL MISSED THE POINT.
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THIS IS NOT SOME SMOKESCREEN FOR DOMESTIC
CONTENT OR ANY OTHER SET OF IMPORT RESTRICTIONS.
RATHER, IT IS CONTINGENT RETALIATION DESIGNED TO
M.69W JAPAN TO OPEN ITS MARKETS.
NOTHING MORE, NOTHING LESS.
OTHER COUNTRIES
JAPAN, HOWEVER, IS NOT OUR ONLY PROBLEM.
WE NEED TO DRIVE TOUGHER BARGAINS WITH ALL
OUR TRADING PARTNERS: CANADA, THE EC, THE NEWLY
INDUSTRIALIZED COUNTRIES.
WE NEED -TO USE 1 CARROTS AND WE NEED TO USE
STICKS TO FORCE THEM TO REDUCE THEIR BARRIERS.
GAIT
AND WE CAN'T STOP THERE. WE ALSO MUST
TIGHTEN THE RULES GOVERNING THE MULTILATERAL
( TRADING SYSTEM, THAT IS, THE GAIT.
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SOMETIMES I THINK WE GAVE GATT THE
WRONG NAME.
INSTEAD OF CALLING IT THE "GENERAL AGREEMENT
ON TRADE AND TARIFFS," WE SHOULD HAVE CALLED IT
THE "GENTLEMEN'S AGREEMENT TO TALK AND TALK."
THAT'S ALL THAT SEEMS TO HAPPEN OVER HERE IN
GENEVA: TALK.
IN PART THAT'S BECAUSE GATT IS RIDDLED WITH
LOOPHOLES:
0 THE AGRICULTURAL SUBSIDY PROVISION IS
FEEBLE;
0 THE DISPUTE RESOLUTION MECHANISM IS
SLOW AND UNWEILDY;
O TRADE IN SERVICES ISN'T COVERED AT ALL.
THE BIGGER PROBLEM WITH GAIT IS THAT IT
HASN'T KEPT UP WITH WORLD TRADE. IN rA'R GAIT NO
LONGER COVERS MUCH TRADE. WHEN GAIT WAS FORMED IN
C-18-
THE 1940'S, ITS RULES COVERED ABOUT 50% OF WORLD
TRADE. BUT WITH THE ADVANCE OF OTHER FORMS OF
TRADE -- PARTICULARLY SERVICES AND INVESTMENT
GATT NOW COVERS ONLY ABOUT 10% OF WORLD TRADE.
IT'S CRITICAL THAT WE HOLD A NEW ROUND OF
MULTILATERAL NEGOTIATIONS, TO OVERHAUL GATT TO
BRING IT UP TO DATE IN TODAY'S WORLD. OTHERWISE
IT WILL BE MORE DIFFICULT TO RESIST 4 PROTEC-
TIONIST PRESSURES. AND, AS A CONSEQUENCE WE WILL
SLIP FURTHER INTO WORLDWIDE ECONOMIC ANARCHY.
WHAT Thig CAN YOU DO ABOUT ALL OF THIS?
A LOT. AS WE WORK TO WR4Io OUtb ECONOMIC HOUSC
IN ORDER, AS WE WORK TO BRING DOWN BARRIERS TO
TRADE, N-D- A.. W E..- RESGL F T,0, T.R, T H - T'E-WOR-L-9/ S
TRAD-1-XGmaRetL&a, I HOPE THAT YOU WILL JOIN.
YOUR EFFORT, AS WELL AS THAT OF OTHER LEADERS
IN OUR NATION'-S COMMUNITIES, WILL ESSENTIALLY
DETERMINE WHETHER WE MEET THE WORLD ECONOMIC
Q- CHALLENGE, AND GROW TO PROSPER, OR WHETHER WE
SA cd's {
SLIDE INTO HISTORY AS A ONCE GREAT COUNTRY
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CONGRESS AND THE PRESIDENT, OF COURSE, MUST
PROVIDE THE NECESSARY LEADERSHIP. BUT IN OUR FORM
OF GOVERNMENT, ANY SENSE OF NATIONAL COMMITMENT
ULTIMATELY(fCEI+GG--1T-N PEOPLE LIKE YOU.
IN FACT, YOUR PARTICULAR EFFORT IS MORE
IMPORTANT THAN YOU MIGHT THINK. MOST MEMBERS OF
CONGRESS ARE PROFESSIONAL POLITICIANS. THEY HAVE
VIRTUALLY NO BUSINESS EXPERIENCE. ONLY ONE
PRESIDENTIAL CABINET SECRETARY IS A BUISINESSMAN.
YOU, ON THE OTHER HAND, HAVE DIRECT HANDS ON
BUSINESS EXPERIENCE. YOU AREN'T IVORY TOWER
THEORISTS. YOU ARE BASIC, PRACTICAL,
BUSINESWOMEN. YOU KNOW WHAT WORKS AND WHAT
DOESN'T WORK. THAT'S WHY YOU ARE SO IMPORTANT"
~fft
Y 0 U R S E L1 F T 0 EXGEI tENC E , .TO UO t IT Y4 a SWlTWAT-MDE-
SSl .S.AGALN-A- BADG ' HO NO°R NW
E N C O U R'AGE Y OU'R -CQNGRE S S IO NAL- D E'E GAT TOlfS'"""O MO RE
E F F E C T I V E L Y: E:S-6-"T H°E ECOWW C
.PRBEMS. YOU HAVE A LOT MORE PERSUASIVE ;QM
THAN YOU MIGHT THINK.
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JEANNETTE RANKIN, THAT SOLE WOMAN ELECTED TO
CONGRESS IN 1917, WAS THAT KIND OF PERSON. SHE
PROVOKED, SHE QUESTIONED, SHE PRODDED. SHE IM-
PROVED THE QUALITY OF OUR LIVES. SHE INSPIRED US.
SHE WASN'T AFRAID OF THE FUTURE. SHE MADE HER
MARK.
NOT ALL OF US OF COURSE, CAN BE, OR INDEED
WANT TO BE, JEANNETTE RANKIN. YET, CERTAINLY ALL
(. OF US CAN, AND SHOULD, HAVE HER CONSTANT DEDICA-
TION TO EXCELLENCE AND COMMITMENT SO THAT OUR
BUSINESSES, OUR COMMUNITIES AND OUR NATION PROUDLY
GROW AND PROSPER.
THANK YOU VERY MUCH.
